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Directors’ Report for the vear ended 31 December 2001 Puge 2

The directors submit their report and audited accounts of the company and group for the vear ended 31 December
2001

Principal Activity

The principal activity of the company is that of a holding company for a number of businesses serving the aerospace
and defence market. These businesses provide services for gas-turbine engine and accessory repair and overhaul, and
the design and manufacture of wheeis, brakes and brake management systems. heat exchangers and bleed valves.
combustion heaters, aii/oil separators, actuators and customised high technology rubber and polymer products,

Results and Dividends
The profit for the vear, after taxation. amounted to £20,754.000 (vewr ended 31 December 2000: £17.345.000),

The directors do not recommend the payment of a dividend in respect ot the ordinary share capital of the company
ey posredioed 37 B AT Y4 T4 R G - s o . ~

ivear ended 31 December 2000: £nil) - The undeclared dividend on the 10% cumutative redeemable preferance shares
is £14.386.000 for the vear ended 31 December 2001 (vear ended 31 December 2000 £]4.586.000).

Review of the Business and Future Developmenis

Overall. our 2001 operarions have shown continued good growth, with group turnover up 16% and group operating
profir up over 9% over 2000,

Engine Repair & Overhaul Division ("Engine R&O") revenue growth of 20% reflected swrong growth in AE3007 and
continued revenue growth from the Kelly Air Force Base contract awarded in 1999, Engine R&O underlying
aperating profit {excluding currency movements and central costs) grew 10.6% reflecting the strong sales growth.
atbeit in the lower margin newer programmes. A highlight of the vear was the awarding in September of a CF34
franchise by General Electric. We plan to have the new CF34 facility set up and operational in Winnipeg by the
summer of 2002,

esign and Manufacturing Division (previously referred to as Aviation Parts Manufacturing Division) revenue arowth
of 9% reflected strong growth in wheel and brake programunes, and resulted in underlying operating profit erowth
(excluding currency movements and central cosis) of 7.3% for 2001, A highlight of the vear was the win. in
conjunction with Honevwell Svstems. of a major braking programie for the recently announced Joint Strike Fighter
programme for the U.S.AF. Development of this programme will start during 2002 but it is not expected that the
first product delivery will take place for several vears. We were also recently awarded. again in conjunction with
Honevwell Svstems, the major braking programme for the new Airbus A380 commercial aircraft.

Our results for 2007 were again positively affecied by the decline of the pound against the US dollar. Had average
exchange rates in 2001 been the same as in 2000 (£1=31.52 instead of £1=%1.44). our turnover for 2001 would have
been approximately £17.2 million lower, and our operating profit would have been approximately £1.3 million lower,
Whilst beneficial to cur rading performance the currency impact has increased both our finance costs. and the book
value of our US dollar denominared debt.

COur operations continued to be cash generative in 2001, After allowing for the costs of servicing our debt, capital
investment and tax payments our cash balances, net of bank overdrafts, at 31 December 2001 were £6.9 million Jower
than last year, reflecting payments for the initial investment in the new CF34 programme of approximately £8 million
by vear end. However our gearing levels have also continued to reduce during the vear.

In general. the directors are pleased with the 2001 results and the progress made by the group’s businesses. The
directors look forward to building on this progress during 2002 whilst noting that growth rates may not reach the
levels achieved in recent vears.

Dunlop Standard Aerospace Group Limited




Directors® Report for the vear ended 31 December 2001....conr’d Puge 3

Review of the Business and Future Developmenis....cont’d

The 2001 year end saw the retirement of our Chief Executive, Bob Hamaberg, who has led the group for many vears
in both its current structure and under previous ownership. His fellow directors wish to place on record their
appreciation and recognition of the significant contribution made by him to the development of the aroup.

Directors and iheir Interests
The directors who served during the year were as follows:

R C Hamaberg (Resigned 8 March 2002)
D E Unruh

N E Doughty

KT Terry

K Luzak

D W Shaw (Appointed 51 December 2001)

The interests of the directors in the share capital of the company at 31 December 2001 and 31 December 2000 were as
folows:

31 December 2001 31 December 2600
‘A Ordinary shares of 30p each T Ordinary shares of 30p cuch

Number held Number of options Number held  Number of vptions
R C Hamaberg 91.000 101,000 91,000 fO1,000
D E Unwuh 28.000 §9.000 28.000 §6.000
N E Doughuwy - - - -
K Terry - - - -
K Luzak 30.000 - 30.000 -
D W Shaw 30,153 91,153

The directors did not exercise any options during the current or previous year.

N E Doughty is a director and shareholder of Doughty Hanson & Co Limited, a company which acis as a general
partner for a series of UK Limited Parmerships, These UK Limited Partnerships had the following interests in the
share capital of the company:

Number of shares
31 December 2001 31 December 2000
Ordinary shares of 30 pence each - -
‘A" Ordinary shares of 50 pence each - -
"B Ordinary shares of 30 pence each [3.500.000 13.300,000
10% Cumulative redeemable preference shares of €1 ¢ach 145.862.000 145.862.000

Full details in respect of all share options are provided in note 18 to the accounts. The share options may be exercised
at any time at an exercise price of £1 and lapse on 29 September 2008.

Dunlop Standard Acrospace Group Limited




Directors’ Report for the vear ended 31 December 2001....conr'd Page 4

Employees

Eacl business unit in the group is encouraged to make its employees aware of the financial and economic factors
affecting its performance. Business units develop their own consuftative poficies such as regular management
briefings. Communication of marters affecting the individual business units and the group as a whole is via means
such as notice boards, electronic mail and in-house newsletters.

The group pursues a policy of providing, wherever practicable, the same emplovment opportunities to disabled
persons as 1o others.

Research and Development

The group continually invests in research and development. The directors regard tnvesiment in these areas as a pre-
requisite for success in the tuture. During the current year the total expenditure on research and development. net of
recoveries from customers, was £3.5 million of which £1.75 million was capitalised within intangible fixed assets
tvear ended 31 December 2000 1010l expenditvre of £4.8 million, net of recoveries, of which £€3.2 million was

cupitalised).

Charitable and Palitical Donations

Charitable donations during the vear ended 31 December 2001 amounted o £37.270 vear ended 37 December 2000
Aoy

Political contributions during the vear ended 31 December 2001 amounted 1o £1,087 (vear ended 31 December 2000:

£3 ; >

£3. 289 4nd relate entir rely to North America. Contributions in excess of £200 were made 1o the Liberal Party of

Canada (£857“),

Land and Buildings

In the opinion of the directors. there is no material difference betweean the book value and current fair market value of
the group’s properties,

Supplier Payment Policy

Operating companies are respensible for agreeing terms and conditions. including terms of payment. under which
business transactions with their suppliers are conducted. 1t is group policy that suppliers are made aware of such terms
of pavment and that payments to suppliers are made in accordance with these terms, provided that the supplier is also
complying with ail relevant terms and conditions, Group trade creditors at 31 Decembcr 2001 were equivalent to 93
davs of purchases during the vear ended on that dare (vear ended 31 Dec ember 2000: 79 days) | The company does
not have any trade creditors enabling it to produce creditor information for this purpose.

Auditors

PricewaterhouseCoopers have expressed their willingness to coniinue in office, and accordingly a resolution proposing
their re~-election and authorising the directors to fix their remuneration will be put to the annual general imeeting.

Dunlop Standard Acrospace Group Limited




Directors’ Report for the vear ended 31 December 2001....cont’d Page 5

Statement of Directors’ Responsibilities

Company law requires the directors to prepare accounts for sach financial year which give a true and fair view of the
state of affairs of the company and of the group and of the profit or loss of the group for that vear, In preparing those
accounts. the directors are required to:

®  select suitable accounting policies and then apply them consistently:

® make judzements and estimates that are reasonable and prudent;

®  state whether applicable accounting standards have been followed, subject to any material departures disclosed
and explained in the accounts;

L)

prepare the accounts on the going concern basis unless it is inappropriafe 10 presume that the group will continue
in business.

The directors are responsible for keeping proper accounting records which disclose with reasonable accuracy at any
time the financial position of the group and 1 enable them o ensure thar the accounts comply with the Companies Act
1983, Thev are also responsible for safeguarding the assets of the company and group and hence for taking reasonable
steps Tor the prevention and detection of fraud and other irregularities.

3v Order of the Board

DE Unruh
Director
30 April 2002

Dunlep Standard Acrospace Group Limited
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Page 6
Independent Auditors Report to the Members of

Dunlop Standard Aerospace Group Limited

We have audired the accounts which comprise the consolidated profit and loss account, the consolidated balance sheet,
the consolidared statement of cash flows, the statement of wotal recognised gains and losses, the reconciliation of
movements in shareholders’ funds and the related notes.

Respective responsibilities of direcrors and widirors

The directors” responsibilities for preparing the Annual Report and the accounts in accordance with applicable United
Kingdom law and accounting standards are set our in the statement of directors’ responsibifities.

Our vesponsibility is 1o audit the accounts in accordance with the relevant legal and regulatory requirements and
United Kingdom Auditing Standards issued by the Auditing Practices Board,

We report to you our opinion as to whether the accounts give a true and fair view and are properly prepared in
aceor Lzme with. the Companies Act 1085, We also report to vou, if. in our Oﬂ'nion the directors’ report is not
consistent with the accounts. if the company has not kept proper daccounting records, If we have not received all the
imormauon and explanations we require for our audit, or if information specl; ed by law regarding directors’
remuneration and transactions is not disclosed.

We read the other information contained in the Annual Report and consider the implications for our report if we
become aware of any apparent misstatements or material inconsistencies with the accounts. The other information
comprises only the directors’ repoit.

Basis of audit opinion

We conducted our audit in accordance with Auditing Standards issued by the Audining Practices Board. An audit
includes examination. on a test basis, of evidence relevant to the amounts and disclosures in the accounts, It also
includes an assessiment of the significant estimates and judgements made by the Directors in the preparation of the
accounts. and of whether the accounting policies are appropriate to the group's circumstances, consistently applied and
adequatelv disclosed.

We planned and performed our audit so as 1o obtain all the information and explanations which we considered
necessary in order to provide us with sufficient evidence 1o give reasonable assurance that the accounts are free from
material misstatement, whether caused by fraud or other irregularity or error. In forming our opinion we also
evaluated the overall adequacy of the presentation of information in the accounts.

Opinien

fu our opinion the accounts give a true and fair view of the state of affairs of the company and the group at 31
December 2001 and of the prefit and cash flows of the group for the vear then ended and have been properly prepared
in accordance with the Companies Act 1985,

PricewaterhouseCoopers
Chartered Accountants and Registered Auditors
Noningham 30 April 2002

thorised «
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Consolidated Profit and Loss Account for the vear ended 31 December 2001
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Year ended
31 December

Year ended
31 December

2007 2000

£000 £000

Turnover (10¢ 2) , _ 444,904 384,114
Operating costs less other operating income (1201& 3 {369.215) (314851
EBITDA 94.175 83.020
Depreciation and amortisation (18 4RAK) (13 757
75.689 69.263

Operating profit (1100€ <)

Net finance costs (106¢ 6)

(41 93N

(40 682

Profit on ordinary activities before taxation (1ole 4) 33,759 28.378
Turvation (F0ie 7 (13.003) (11.233)
Pn).ﬁzv&)r rlzr’“f'in/[n(*i/r/‘nﬂrim!‘ 200754 17343
Vindeclared nre ference dvidend mp[\.r(\primi(m {note 187 {14 5860 {14 386)

H A8 D 730

Dorinsd nrafit for the fiamarigl novind (Hole 19)

The above resuits are stated on an historical cost basis and are in respect of continuing operations.

The accompanying noles are an integral part of these accounts.

Dunlop Standard Aecrospace Group Limited




Balance Sheets — 31 December 2001
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Group Company Group Company
371 December 31 December 31 December 31 December
2001 2001 2000 2000
£'000 £060 £a00 £000
Fived assers ,
Intangible fixed assets (Hor¢ & 353,706 - 346.383 -
Tangible fixed assers (770/¢ 9 174.697 - 159.160 -
Invearments (reie 1) - LE0 000 - 160 000
330 403 160 000 303 345 160 000
Current ussets
: h
Stocks (#ore 1) 68.496 - 64,490 i
Debtors (#01¢ 12) 123.273 392 132,232 393
Cash ar bank and in hend (Hote 13) 40 598 _ 17719 i
234.367 392 233.941 393
Creditors — Amounis fulling due within
QUEVEAr (nore 14) 4{:1116 (335 - (ll’) ST (]3
Nyt criprent assets RE 312 392 101 430 167
Total assets less current fiabilities 618,715 160.392 606,973 160.392
Creditors — Amounis falling due afiter
maore than one yeor (7191€ 13 (384.087) - (392.435) -

Provisions for labilities and charges

fnote 17) (17506) - (182 ;
21710 140302 1046 308 101 307

Share capiral and reserves

Called up share capital (170f¢ /8] 133,127 133,127 153,127 135,127

Share premium account ,-’”Ulf? //9,/ 7.265 7,265 7,265 7.263

Profit and lnss account (01 19) S6.730 - 33914 -

Toral haroholdere’ fisn/lc 217 1722 160 302 196 308 160 307 .

Analysed as:

Equity interests _ 23.980 32.750) 17.752 {18,164)

Non-equity interests tnoie 18) 193 142 193 1472 178 336 178 336
217122 1460 3072 104 308 140 367

Approved by the board on 30 Aprit 2002 and signed on its behalf:

D E Unruh
D W Shaw
Directors

The accompanying notes are an integral part of these accounts.

Dunlop Standard Acrospace Group Limited




Statement of Total Recognised Gains and Losses
for the vear ended 31 Becember 2001
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Group
Year ended
371 Decemnber

Company
Yeur ended
31 December

Group
Year ended
31 December

Company
Year ended
31 December

2001 2001 2000 2000

£°000 £'000 £°000 £000
Profit for the financial period before
dividends 20,754 - 17,345 -
Exchanoe adinsnments a0 _ 3437 ]
Tl rﬂﬁ/;kanicz*/l oine and Inccos D) Rid _ 10 777 -
Reconciliation of Movements in Shareholders” Funds
for the year ended 31 December 2001

Group Company Group Company

Year ended
31 December

Year ended
31 December

Yeur ended
31 December

Year ended
31 December

2001 2001 2000 2401

£ L0040 £°000 £2000
Profit for the financial period 20,754 - 17,345 -
Undeclared preference dividend {14 5861 (14 S8 (14 SRG) (14 386)

6.168 (14,386} 2.739 (14,586)
Exchange adjusuments 60 - 2,432 -
New shares tssued (including premiam),
net of issue costs - - 392 392
Add-hack undeclaved preference dividend 14 386 14 S86 14 5386 14 386
Net increase in shareholders’ funds 20,814 - 20,169 302
Shareholders” funds at besinning af neriod 106 308 160 392 17A 139 160 000
Sharabintdare’ fund at end of nerind 717 197 | AN 207 196 308 160 107

Dunlop Standard Acrospace Group Limited




Consolidated Statement of Cash Flows for the vear ended 31 December 2001 Page 10

Year ended Year ended
31 December 31 December
2001 2000
£000 £000
Net cash inflow from operating activities (7012 23) $0.632 80.876
Renurns on investments and servicing of finance
Interest recaived 1,202 1134
Interest paid {41.467) (38.292)
Finance lease interest paid a2y (39)
Net cash (outflowi from rerurns on investments and servicing of finance (40.277) 37177y
Taxation
UK tax paid 2.972) (2.983)
Overseas tax paid (3.035) (8.242)
Tax paid (§.9273 (11,2254
Capital expenditure
Payvments to acquire tancible fixed assets (28.313) (22,738
Proceeds from sale of tangible fixed assets 1.609 833
Development costs and Hicensine and OEM authorisation fees (9,319 (4.573)
Ner cash fouttlow) from capital expendinire (35.923% (26.478)
Net cash (ontflowizinflow before use of liguid resources and financing (4.495) 5.064
Munagement of liguid resources
Short-term bank deposits (11.381) -
(L1381 -
Financing
Issue of equity shares (/70fe 18) - 392
- N , 3 , y - -
Bank loans repaid (1701¢ 26/ (10.240) (15,523)
Bank loans drawn (Hwre 26) 19.000 -
Capital element of finance lease repavments (/70te 26) {332 (209
Net cash inflow/(outflow) from financinge 8.408 (13.342)
- sore 26 , N Ny
(Decregsel in cash (Moe 20) (7.468) (9.346)

The accompanying notes are an integral part of these accounts,

Dunlop Standard Acrospace Group Limited




Notes to the Accounts — Year Ended 31 December 2001 Page 11

1 Accounting Policies

The accounts are prepared under the historical cost convention, and in accordance with applicable accounting
standards in the United Kingdom and the Companies Act 1983, except as regards the specific provisions of the Act
relating to the amortisation of geodwill as explained in note 8. The directors consider that the accounting policies set
out below are the most appropriate and have been consistently applied. FRS 18 *Accounting Policies’ has been
adopted but this has had no impact on the 2001 results. The transitionat arrangements of FRS 17 *Retirement
Benefits” have been adopted which require additional disclosures in respect of retirement benefits, as set out in note

2L

Busis of consolidurion

The consolidated accounts comprise the accounts of the company and all its subsidiary undertakings. The accounis of
all subsidiaries are made up to the same date as those of the company and are prepared in accordance with group
accounting policies.

Under the provisions of section 230 of the Companies Act 1985 no profit and loss account has been presented for the
holding company. The result artributable 1o shareholders dealt with in the accounts of the holding company is £nil
(vear ended 37 December 2000: £nil),

Goodwill arising on acguisitions

Goodwill, representing the excess of the purchase consideration over the fair value of the net separable assets
acquired. is capnalised. Goodwill is amortised over an appropriate period, unless there is cJear evidence of the
durability of zoodwill when an indefinite life is appropriate. Goodwili being amortised over a period exceeding 20
vears. or where not amortised at ail as is the case at 31 December 2001 and 31 December 2000. is reviewed annually
for impaiment by discounting estimated future cash flows of the individual businesses at an appropriate discount rate.
The discount rate used is typically the group’s weighted average cost of capital. Goodwill is denominated in the
functional currency of the acquired company.

Revenue recognition policies

Sales in the Design and Manufacturing segment represent the invoiced value of goods supplied. excluding intra-group
transactions and value added tax. Revenue is recognised upon shipment,

Revenue recognised on Engine Repair & Overhaul maintenance is recorded on a percentage of completion basis as
costs become reasonably certain at each stage of the process. Costs mcurred in each profit and loss account period are
marked up at an average margin. Provisions are made for any loss making contracts.

Maintenance work balances are included within stocks and are stated at costs incurred, less those transferred to the
profit and loss account, after deducting payments on daccount not matched with turnover and any foreseeable losses,
Any resulting excesses, for a particufar contract, of foreseeable losses or payvments on account are included under
creditors.

Warraniy provisions
Warranty provisions are made on the basis of anticipated costs in respect of wairanty claims received and/or known of

at the balance sheet date. The amounts provided are calculated using a best estimate. based on past experience. of the
cost of making good preducts sold under warranty, which are subject to a claim or a known problem.

Dunlop Standard Acrospace Group Limited




Notes to the Accounts — Year Ended 31 December 2001 ....cont’d Page 12

7 Accounting Policies. . ont'y
Stocks

Stacks and work in progress are valued using the first-in first-out (“FIFO™) principle at the lower of cost or net
realisable value. Cost comprises the actual cost of raw materials and an appropriate proportion of labour and
overheads in the case of work in progress and finished goods. Provision is made for obsolete and slow moving items
(principally formulae driven based on usage or activity levels) and for unrealised profits on items of intra-group
manufacture.

Deferred costs, licences and OEM authorisation fees

Deferred costs comprise costs associated with Original Equipment Manufacturers ("OEM™) including OEM licensing
and authorisation fees necessarily incurred in obtaining principal supplier status and the provision of initial
manufactured parts onto new aircraft. Deferred costs are amortised over the peviods expected to benefit from
receiving the status of “principal supplier™, generally over terms ranging from 3 fo 10 years. except OEM licensing
fees which are amortised over the license periods ranging from 15 to 235 vears.

Deterred costs are reviewed annually for impairment.

Deferred costs for finitial manufactured parts provided' are included within debtors. Deferred licensing and OEM
authorisation fees are included within intangible fixed assets,

Tungible fixed assets and depreciarion

Capital additions are recorded at their purchased cost and do not include the capitalisation of any purchase related

interest expense. Capital assets, other than freehold land, are depreciated on a straight-line basis over the following
estimated useful lives:

Buildings 25250 years

Leasehold improvements Over unexpired term of the lease

Within plant and machinery:
Plant and machinery 15 vears
Fork Tift trucks 3 -7 years
Moulds and tools 320 vyears
Rental engines Based on hours of use
Office equipment 3 years
Furntture and fixtures S vears
Computer hardware and software 3 -5 years
Motor vehicles 4 vears

Research and development

Research and development expenditure is expensed as incurred. with the exception of development expenditure on
major projects that are undertaken where the related expenditure is separately identifiable and management are
satisfied as to the ultimate commercial viability of the project based on all relevant available information. in such
cases, the expenditure is included in development costs within intangible fixed assets and written off over the periods
expected 1o benefit commencing with the launch of the product. Research and development expenditure recovered
from customers is accounted for on a receivable basis where contractually committed otherwise on areceipts basis.

Dunlop Standard Aerospace Group Limited
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1 Accounting Policies _ontd
Foreign currency translarion

Profits and losses from overseas businesses are rranslated into sterling at average rates of exchange during the period.
The re-translation of the retained earnings of overseas operations to period end rates is dealt with as a movement in
reserves and is included in the Statement of Total Recognised Gains and Losses.

Currency differences arising from the translation at period end rates of the net investment in overseas businesses are
taken to reserves, together with exchange gains and losses arising on foreign currency borrowings which finance a
proportion of foreign currency investments. These vains and losses are also included in the Statement of Total
Recognised Gains and Losses.

Assets and liabilities in foreign currency, which are to be settled at a contracted rate, are transiated at the appropriate
contract rate. All other assets and Tiabilities in foreign currency are translated at the period end rate. Exchange
differences arising are taken to the profir and loss account.

All other exchange differences are included in the profitand loss account for the period.

Liguid resonrces

Liguid resources comprise short-term deposits ol less than one year and investments which are readily realisable and
held on a short-tenn basis.

For the purposes of the cash flow statement cash inchudes cash in hand and deposits repavable on demand (defined as
those which can be withdrawn at any time without notice and without penalty or of a maturity or period of notice of
not more than 24 hours).

Grants

Capital grants are treated as deferred income and released to the profit and loss account over the life of the asset to
which they relate. The unamortised portions of such grants are included within accruals and deferred income. Revenue
grants are credited to operating profit in the same period in which the expenditure to which they refate is charged.

Leases

Assets held under finance leases ave capitalised as tangible fixed assets and depreciated over the shorter of the lease
term or the appropriate econontic life if owned outright. Interest is charged to the profit and loss account over the
primary period of the lease using a constant rate of charge. Operating lease rentals are charged to the profit and loss
account as incurred.

Deferred taxation
Provision is made for taxation resulting from timing differences between profits computed for taxation purposes and

profits as stated in the accounts where there is a reasonable probability of payment or receipt in the foreseeable future.
Provision is made at the rates of taxation anticipated to be in effect at the time the taxation is paid or recovered.

Dunlop Standard Acrospace Group Limited




Notes to the Accounts — Year Ended 31 December 2001 ....conr'd Page 14

i Accounting Policies  .onrd

Share aption awards

Share options have been awarded to employees of the group. The difference between the market value of the option
on the date of the grant of rights to shares and the cost to the emplovee is charged to the profit and loss account over
the period from the date of award to the date at which the employee becomes unconditionally entitled to the shares.

Capital instritments

Shares are included in shareholders’ funds. Other instruments are classified as liabilities if they contain an obligation
to transfer economic benefits and otherwise are included in shareholders’ funds. The finance cost recognised in the
profit and loss account in respect of capital instruments other than equity shaves is allocated to periods over the term of
the instrument at a constant rate of charge based on the carrving amount.

The group participates in offset arrangements with certain banks whereby cash and overdraft amounts are offset
against each other.

Pension costs

The group contributes to a number of defined benelit and defined contribution pension schemes including, in the US,
401K plans. The most significant pension arrangement is the Dunlop Aerospace Limited UK Pension Scheme in the
UKL which is funded and defined benefit in natare providing benefits based on final pensionable pav. The assets of the
scheme are held separately from those of the group. in an independently administered fund.

The contributions related to the expected costs of providing pensions under the defined benefit schemes are charged to
the profif and logs account so as to spread the costs of pensions over the service lives of the participating emplovees
with the group. The regular cost is attributed to individual vears using the projected unit method. Variations in
penston cost. which are identified as a result of actuarial valuations, are amortised over the average expected working
Hves of employees in proportion to their expected payroll costs. Differences between the amounts tunded and the
amounts charged to the profit and loss account are treated as either provisions or prepayments in the balance sheet,
The defined benefit pension charge is determined by a qualified actuary.

Pension contributions to the defined contribution pension schemes are charged to the profit and loss account as
incurred.

2 Segmental Analysis

The group reports the results of its business divisions in two segiments. Engine Repair & Overhaul and Design and
Manufacturing (previocusly referred to as Aviation Parts Manufacturing, the change being to the name of the segment
only). The Engine Repair & Overhaul segment primarily provides services for gas-turbine engine and accessory repair
and overhaul. The Design and Manufacturing segment designs and manufactures wheels, brakes and brake
management svstems, heat exchangers and bleed valves, combustion heaters. air/oil separators, actuators and
customised high technology rubber and polymer products. Transactions between reportable segments are not material.

Dunlop Standard Aerospace Group Limited




Notes to the Accounts — Year Ended 31 December 2001....cont’d

Page 15

2 Segmental Analysis___conrd
Year ended 31 December 2001 Yeur ended 31 December 2000
Ner Ner
Operating operating Operating  operating
Turnover profit assers Turnover profit assets
£000 £°000 £000 £°000 £'000 £'000
Design and Manufacturing 133,177 52,889 134,638 140,709 48.151 119.033
Enuine Repair & Overhaul 291.727 22.800 173.302 243.403 21112 151.844
444,904 75.689 307.940 384.114 69.263 270.879
Net interest and finance charges {41.930) (40.683)
Taxation (13.005) (11.233)
Profit for the financial period 20.754 17.343
Unaliocated net liabilities (6,177} (3,993)
Goodwill 325.097 321,310
Taxation 24,841 (20,685)

Ner debt

)
o
ILogn
L
i

(369.4011

Shareholders’ tunds

196.308

Unaliocated net labilities principally relare 1o accrued interest pavable and accrued head otfice expenses.

The group’s major operations are located in Europe, North America, Singapore and Austratia. Geographic segimental
analysis in respect of operating profit and capital emploved has not been disclosed as in the opinion of the directors

such disclosure would be prejudiced to the group’s interests.
Supplementary segment disclosures in respect of sales:
Sules by Destination

Year ended
31 December

Sules by Origin
Year ended
37 December

Sales by Destinatian

Year ended

31 December

Sales by Origin

Year ended

31 December

2001 2001 2000 2000

£000 7001 £'001 £'000

United l\'ingdor‘n 38411 113,554 58,265 112.896
Other Europe 35.949 44,823 54,426 41,343
USA : 248,299 163.760 184,603 99,491
Canada 45,309 102.597 46,347 116,543
Other Americas 6,958 455 9.367 281
Rest of the world 29978 13717 31.104 13.560
444,904 444 004 384.114 384.114

Dunlop Standard Aerospace Group Limited




Notes to the Accounts — Year Ended 31 December 2001....cont'd Page 16

3 Operating Costs Less Otlier Operating Income

Operating costs less other operating income may be analysed as follows:

Year ended Yeur ended
31 December 31 Decenther
2001 2000
£°060 £000
Changes in stocks of finished goods and work in progress 2.817 4,303
Raw marerials and consumables 195,626 162.501
Employee costs (1706e 3 109.058 96,994
Seliing expenses 5,638 3.832
Depreciation and amortisation 18.486 13.737
_Oither onerating charges less athor operaring income 37570 33 462
A0 015 IENE
4 Profit on Ordinary Activities Before Taxation
Is stated after chargina{crediting):
Year ended Year ended
31 December 31 Decemiber
2001 2000
£000 £000
Depreciation — owned assets” 12.806 9.718
~ leased assets 69 124
Amortisation — development costs 2,223 13064
— deferred costs 2,643 2.073
— licence and OEM fees 743 476
Operating lease rentals - land and buildings 4.682 2.496
- plant and equipment 329 403
Capital grant release (264) -
Auditors” remuneration including expenses:
— audit services 366 326
— other services 473 343
L.oss on disposal of tangible fixed assets 79 {79
Goodwill impairment charge 199
Research and development 739 1,645
Exchange differences {942) (1.432)

The parent conmpany audit fee 15 i45()00 ('\I'UG')' ended 31 December 2000 £40, 000}
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hJ Employees und Directors

Emplovee costs during the vear {including directors) were as follows:

Yeur ended
31 December

Year ended
31 December

2001 2000
£°00h £°000
Wages and salaries 97.165 36,416
Social security costs 6.643 6,224
Other nension costs (Hoi¢ 24 5.250 4.354
109.058 96.994
The average number of persons employed by the group during the vear was as follows:
Year ended 31 December 2001 Year ended 31 December 2000
Engine Engine
Design Repair Design Repair
and & and &
Manufacturing Overhaul Toral  Manufaciuring Overhaul Total
Nuwther Numbper Numher Nuniher Number Numher
Sales and administration 409 700 1109 448 623 1071
Manufacturing Q20 1.748 2.668 864 [.7453 2.609
Research and development 225 17 242 197 17 214
1,554 2.463 4.019 1.309 2.3853 3.894

Dirveciors’ remuneration

Year ended
31 December

Year ended
31 Decermber

2001 2000

£000 £2000

Aggregate emoluments 466 523
Company pension contributions o defined contribution pension schemes 12 12
308 333

The emoluments of the highest paid director, excluding pension contributions were £326.000 (year ended 31
December 2000. £347.000)  The company made contributions of £6,000 (year ended 31 December 2000: £6.000) 4 4
defined contribution pension scheme in respect of the highest paid director. Additionally on retiring from the
company this director received an additional payment of £641,000. No emoluments are included in the table above in

respect of D W Shaw who was appointed a director on 31 December 2001,

Retirement benefits are accruing to three directors in office at the vear end under separate money purchase pension

schemes. No pension contributions are made on behall of the other three directors.

No retirement bepefits are accruing to any of the directors under group sponsored defined benefit pension schemes,
g ) group
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6 Net Finance Costs

Year ended
31 December

Year ended
31 December

2001 2000
£000 £7000
Interest recetvable and similar income {(1.317) (1,134)
Interest and similar charges pavable on bank overdrafts 316 529
Interest and similar charges payable on bank loans repayvable by instalment:
- loans repayable wholly within five vears 21,619 19.071
- loans repayable wholly or partly after five vears 361 1.467
Interest and similar charges pavable on Senior Notes 17.813 18.404
Finance lease interest 12 39
Amortisation of finance costg 2126 2309
41030 40 AR5
7 Taxution
Year ended Year ended
31 December 31 December
2001 2000
£7000 £°000
The 1ax charge comprises:
UK Corporation Tax:

N . amvos 70 E PN ioc
Current period at 30% (2000 304 35.036 {483)
Adigstments in resnect of nrior perinds SO0 1154

3345 669
Overseas Tax:
Curremt period 8.319 10.277

A."‘?i)-mmo:m N resnect o prior neriodg {"dﬁi’.v"\ 4027

7,832 15.204
Deferred taxation (1ofe 17)
UK 738 1.384
Qverseas (1,803) (1.474)
Adipstments in resnect of nrior vears AW {4 S50Y
(392) (4.640)
Tutal ax charge 13.003 1,233
Current year 12.288 9.702
Adivstments in respect of prior vears il7 1531
12 003 | {2373
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8 Intangible Fixed Assets

Group Licensing
and OEM
Development Auwethorisation
Costs Fees Goodwill Total
£°000 £000 £000 £'000
Cost
At 1 January 2004 19,259 10,978 321510 351,747
Exchange adjustments 102 326 3.786 4214
Additions 1.749 7.370 - 9.319
Reclassificarions and other adpustments (922) - - 19273
Ai 31 Necembear 2001 20 188 1S 874 3235 204 1h4 358
Anortisation
At 1 January 2001 3,304 2.058 - 5,362
Exchange adjustments 50 64 - 94
Charge for the period 2,225 743 - 2,968
Provision for impairment (see note below) - - 199 199
Reclassitications and other adinstments 20 - - 20
A1 31 Decamber 2001 S S8R 2 RAT 190 R (37
Net Carrving Amount
At 3] Decenthar 201 14 600 1A 007 3035 007 138 704
Ar 31 Necpimbar 2000 13 Q35 R 470 321 51N SR 3RS

The directors have considered the durability of goodwill arising on acquisition of the group’s businesses on

I October 1998, Taking into account the significant investment costs of entering these businesses: the regulatory
barriers iinposed; the stability and long term prospects of the aerospace industry: the long life span of individual
models of aircraft for which the business has exclusive licences to repair and overhaul or for which it manufacrures
certain parts as sole or principal supplier: and the group’s strong reputation and technological leadership. the directors

believe that this goodwill has an indefinite life and consequently amortisation is not being provided.

The non-amortisation of goodwill represents a departure from the Companies Act 1985, Paragraph 21 of Schedule 4,
for the over-riding purpose of giving a true and fair view of the group’s results, for the reasons outlined above, If the
coodwill arising on the acquisition of the aroup’s businesses had been amortised over a period of 20 vears, operating
profit would have decreased by approximately £16.3 million in 2001 (vear ended 37 December 2000: £16 milfion),

In accordance with FRS 11 "Impainment of fixed assets and goodwill” the carrying amount of the group’s subsidiary
undertakings has been compared to their recoverable amounts, represented by their value in use to the group. The
review has resulted in a full provision being made in respect of the group’s operations in Ausuralia,

Compuny

The comipany has no intangible fixed assets.
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9 Tangible Fixed Assets

Land and Buildings

Group Start Plast and
Freehold Leasehold Muachinery Toral
£°000 £°000 £000 £°000
Cost
At 1 January 2001 30.130 2.339 121,121 173.610
Exchange adjustments 611 72 2416 3.099
Transfers and reclassifications (367) 367 326 526
Additions 2.082 117 24930 - 27.129
_Disposals - - (2 318) (2318
At 31 December 2001 59 43564 D 01s 146 A7S 202 DA
Depreciation
At 1 January 2001 1.049 476 12.925 14.4350
Exchange adjustments 20 MY 201 237
Transfers and reclassifications (121 149 498 326
Charge for the period 811 160 11.904 12.873
Disposals - - (739 (739)
Ar 3] December 2001 1,756 B0 24 789 27.349
Ner Book Amonnt
At 31 December 2001 30.697 2.114 121.886 [74.697
At 31 December 2000 49,081 {.883 108,196 159160

mber 20071 was £19.098.000

o

The amount of freehold land on which no depreciation is being provided at 31 Dec
(31 Decenther 2000: £18.849,000).

Plant and machinery at 31 December 2001 inchudes no assers hefd under finance leases. At 31 December 2000 plant
and machinery included leased assets that had a cost of £786.000. and accumulated depreciation of £281.000. Durine
the current vear these agsets were nurchased outrivht throueh the pavinent of all outstanding lease liabilities, The
depreciation charge n the current vear, prior to outricht purchase, was £69.000 /599.004).

Compuny

The company has ne tanaible fixed assets.

10 Investments

Coumpuny — Subsidiary Undertakings
£°000

Cost at 31 December 2001 and 2000 160.000

A listing of the company’s subsidiary undertakings is siven in note 29 to the accounts.
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11 Stocks
Group Compuany Group Company
31 December 31 December 31 December 31 December
2001 2001 2000 2000
£600 £000 £000 £°600
Raw materials and consumables 36.225 - 35.508 -
Work in progress 22.232 - 18.869 -
Finished coods 10.019 - 10.026 -
08.496 - 64.490 -
The replacement cost of stocks is not materiatly different from book values.
12 Debtors
Group Company Group Company
31 December 31 December 31 December 31 December
2001 2001 2000 26000
£°060 £°000 £7000 £000
Trade debrors 90.63 - 08.587 -
Other debrors 2.681 - 3418 -
Amouwnts due from group undertakinegs - 392 - 393
Prepvavments and accrued income [.848 - 1,401 -
Deferred costs — initial manufactured parts
nrovided 23110 - 18.736 -
123.273 392 132232 393

All amounts are considered to be recoverable within one vear other

than deferred costs of which £21.175.000 is

estimated 10 be recoverable atter more than one vear.

13 Cash at Bank and In hand

Group Company Group Compuity
31 December 31 December 31 December 31 December
2001 2001 2000 2000
£'000 £°000 £2000 £000

Cash. bank current accounts and overnight
denosits 29.063 - 37.219 -
Short-term hank deposits 11,338 - - -
40,398 - 37.219 -
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14 Creditors — Amounts falling due within one year

Groun Company Group Compuany

31 December 31 December 31 December 31 December

2001 2001 2000 2000

£'060 £1000 £1060 £000

Bank overdrafis - - 1.248 -
Bank Ioang rmote 16 34.594 - 19.398 -
Trade creditors 59,233 - 64.908 -
Other creditors 4.252 - 7.313 1
Taxation and social security [.324 - 1.413 -
Corporation 1ax 8.871 - 4.561 -
Accruals and deferred income 17.823 - 25.654 -
Oblizations under finance leases (nore 16) - - RELS -
Paviments on account 138 - 7.879 -
146.053 - 132,511 1

The bank overdraft facilities are repavable on demand and are secured as part of the Ancilliarv Facilities Acreement o

the_main bankine facilitges described in note 16. The available overdraft facilities at 31 December 2001 were

£3 million, and CdnS$14.1 million.

15 Creditors — Amouants fulling due after more than one year

Growun Company Giroun Companvy

31 December 31 December 31 December 31 December

2041} 2061 2000 2000

£'000 £000 £000 £7000

Bank loans inote 76/ 371,101 - 385.636 -
Accruals and deferred income 12.986 - 6.796 -
384.087 - 392,433 -

16 Borrowings

Towal borrowines, excludineg bank overdrafis and deferred debt issue costs, are repavable from the balance sheet date

as follows:

Group Group
31 December 2061 31 December 2000

Finance Finance
Deht Leuses Total Debt Leases Toral
£°000 £2000 £'0960 £'000 £000 £°000
Year one 36.393 - 36.393 21.621 338 21.939
Years two 10 {ive 161.247 - 169.367 106.963 - 106,963
After five vears 217.779 - 209,439 288.500 - 288.300
435,419 - 435.419 417.084 338 417.422
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16

Borrowings,_ conta

Borrowings include the following variable rate secured bank loans tocether with the Senjor Notes:

Groun Giroun Groun Giroun
31 Deccinber 31 December 31 December 31 December
2001 2001 2000 2000
£000 USS'004 £70040 Uss ' ong
Facilin: Currency  Interest rare
2006 (Tranche Ay Sterling LIBOR +1.73% 128.960 - 139.200 -
2006 (Tranche B) LS dollars LIBOR + 2.23% 57.827 83 849 55.899 §3.849
2007 (tranche C) US dollars LIBOR +2.5% 37.820 53,849 35,899 8§3.849
2007 (Tranche DY Sterling LIBOR + 1.75% 16.000 - - -
2007 (Tranche 1) US dollars LIBOR +2.5% 16.640 24128 16.086 24128
Gross bank lpuns puyable 280.247 197,826 267.084 191.826
2009 (Senior Notes) US dollars 11.875% 135,172 2235000 150.000 225,000
Grass horrowings payable 455419 416,526 417.084 416,826
Less debtissue costs to be amoriised (9.924) {12.030;
Borrowings pavable net of debt issug costs 425.495 405,054
Repavable within_one vear 34,394 19.393
Repavable after more than one vear 371161 385,639

423.495

403,034

The above bank loans bear interest rates based on the London Interbank Offered Rawe C'LIBOR™. These rates are

fixed in advance normally for periods rancing from one to six months. The bank leans are secured by substantiallv all

of the shares of the direct and indirect subsidiary undertakines and a security interest in certain assets of these

subsidiaries excluding those in Holland. Sineapore and Australia.

The company and certain of its subsidiaries entered into credit acreements with the company’s princinal banks. The

facilivies provided under the credit asreements are described below.

The senior term debt facilities consist of a £160 million 7%4 vear amortisine loan facilitv (the *Tranche A° facilitv). 1wo

£50 million term loan facilities (the “Tranche B™ and ‘Tranche C’ facilities). a £73 million term loan facilitv (the

‘Tranche B faciling and a revolvine credit facilitv (the *Tranche D facilitvy for £30 million. At the ontion of the

aroup. borrowinegs under Tranches B. C and E were drawn down in US dollars.

The Tranche A facilitv was fullv drawn bv the group in five separate advances during 1998 and is repavable by

instalment. with final maturitv on 1 Aprilt 2006.

The Tranche B facility was tullv drawn bv the eroun in two separate advances during 1998 and is repavable by

instalment, with final maturitv on 1 Qctober 2006.

The Tranche C facility was fullv drawn by the sroup in two separate advances durine 1998 and is pavable bv

instalment, with final maturity on 1 Qctober 2007,
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16 Borrowings _conrd

The Tranche D facilitv of £30 million is a revolving eredit facilitv, At 31 December 2001 £19 million had been drawn
down under this facilitv /37 December 2000 £nil)_The sroup’s ability to draw down this facility is restricted by the
jevel of anv bank overdrafts or available credit facilities existing in the UK and North America at anv point in time. At
31 December 2001 £11.389 million of this facility had been committed in respect of overdratt facilities in the

UK (£3 million) and Canada (CdnS$14.1 million). Accordinelv. the availahle tacilitv at 51 December 2001 was
£10.611 million 737 December 2000: £35.611 million),

The Tranche E facilitv is aterm loan facility. The agerevate amount to be repaid. on each of 1 October 2006 and |
October 2007, shall be fifiv per cent of the agerecate horrowings under the Tranche E facilitv outstanding on ihe
seventh anniversary of the first date on which a draw down under Tranche E was made, During the period ended 31
Deceiber 1998, §24, 128 million (£14.1 million sterling equivalent) was drawn down under this tacilin,

Final repavment is due on all amounts under these facilities in 2007.

The Senior Notes (“the Notes™) are unsecured and mature on 15 Mav 2009, Interest at 11.873% is paid semi-annuallv.
At the company’s discretion the Notes mav be redeemad on or after 15 Mav 2004, In addition. prior 1o 13 Mav 2002

3 0

the company mav redeein up 1o 33% of the Nores with the net proceeds of an eguitv @ :lf and mav also redeem all. but

not fewer than all of the Notes if certain additenal taxes become pavable

Certain of these facilities contain covenats that limir the uroun’s ability 1o raise additional finance in the futare.

Repuymient profile Gronp Group
fexcluding leases) 31 December 2001 31 Decenber 2000
Gross loans Debt issue Net loans Gross loans — Debi issue Net loans

repavable cusis Repavable repavable cosis repayvable

£00n £°000 £000 ' 000 £600 £°0400

Year one (1.999) 21.621 {2,220 19.393
Years two 1o five (6.294) [54.95 1 ')6 963 (7.361) 99,602
Alter five vears (1.631) 216.148 2588.300 (2.463) 286.037
433419 {9.024) 423495 417.084 {(12.050) 403.034

blhs undrawn commisred facilivies available in respect of which all conditions precedent had been mat arthe b diu

sheet date were as follows:

31 December 31 December

2061 2000

£°000 £000

Expiring in one vear or less - -
FExpiring in more than one vear but notimore than two vears - -
Expiriing in more than two vears 80.511 99511
80.511 99511

All of the sbove commitied borrowine facilities incur commitment fees at market rates,

The weighted averase interest rate of borrowines (incjuding cumulative preference shares but excluding the
amorusation of debt issue cosisy at 31 December 2001 after taking into account the various interest rate swaps and
collars as described in note 20. was 9.4% (37 December 2000 $.5%),
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16 Borrowings _cont'd

Analvsis of obligations under finance leases:

31 December 31 Decemher

20071 2000
£'000 £'000
Total amounts repavable under finance lease acreements - 352
Less finance costs allocated 1o future periods - (14
- 338
Obligations under tinance leases are secured against the related assets,
The companvy has 1o borrowings.
17 Provisions for Liabilities and Charges
Group Deferred tax Wuarranty Total
£7000 £°000 £°001
At Januare 2001 16,324 18,232
Exchange adiusiments 38 73
{Craditi’charee durine the vear {392y 3.60%
Ugilised durine the vear - (4.407)
At 31 Decamber 2001 15.970 1.336 17.506

Warranty nrovisions are made on the basis of anticipated costs in respect of warranty_¢laims received andfor known of

at the balance sheet date, with the amounts provided expected 1o be utilised within eighteen months of ths balunce

sheet date.

The comnany has no nrovisions for habilities and charves.
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17 Provisions for Liabilities and Charges . .onrd

The net deferred tax provision included within the accounts is analvsed as follows:

Group Compuany Group Company
31 December 37 December 31 December 31 December
2001 2001 2000 2000
£'000 £0600 £'000 £000
Deferred taxation provided
Acceterated capital allowances and other
timing differences yelating to taneible fixed
assets 14.129 - 14.923 -
Deferred taxation on other short term timing
differences:
Deferred costs and other intangible assets 6.612 - 5.222 -
Other short rerm niming differences (4,771 - 3.821) -
Losses - h - ol
13.970 - 16.324 -
Deferred taxation not provided .
Land and buildines 2.996 - 3877 -
2.996 - 3.877 -

Deferred tax (net of anv double taxation relied is not provided in respect of Jighilities. which mioht arise on the
distribution of unappropriated proflts of overseas subsidiary undertakines where there is no intendon 1o remit such
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18  Share Capital

The share capital of the company comprised:

31 December 2001 31 December 2001

Aunthorised Alowed and Fully Paid

Number £000 Number £°000

Ordinary shares of 50 nence each 617,986 309 607.054 304

‘A Ordinary shares of 30 pence each 6&2.014 441 423.014 211

‘B’ Ordinarv shares of 30 nence each 15,545,455 7.773 13.500.000 6.750
102 Cumulative redeemable preference shares of £

gach 153.862.000 155862  143.862.000 143.862

172.907.435 164,385  160.392.068 153,127

31 December 2000 31 December 2000

Aunthorised Allotred and Fully Paid

Number £'000 Number £'000

Qrdinary shares of 50 pence each 617.986 304

“A’ Ordinary shares of 30 pence each 882,014 211

‘B’ Ordinary shares of 30 pence each 13,545 453 13,300,000 6.750
109 Cumulative redeemable preference shares of £

each 133.862.000 1353862 145,862,000 145.862

172.907 453 164,383  160.392.068 153,127

Each Ordinary Share carries the right to vote and pard passi rights to receive dividends once dividends have been paid
on the Preference Shares. Upon dissolution or liquidaton of Dunlop Standard Aerospace Group Limited, anv assets
remaining following pavinent of amounts owed 1o creditors and to the holders of the Preference Shares are
distributable among the holders of Ordinary Shares pro rara by the nominal value of Ordinare Shares held.

The ‘A’ Ordinary Shares and the "B Ordinary Shares are convertible into Ordinary Shares on the business dav
immediately prior to a sale or listing of Dunlon Standard Aerospace Group Limited. Each *A” Ordinary Share or B’
Ordinary Share so converted into an Ordinary Share will rank par/ passie with the existing Qrdinary Shares. and all of
such shares together will constitute a single class of share.

The Preference Shares do not carry voting rights other than with recard to resolutions to wind up Dunlop Standard
Aerospace Group Limited, to reduce its share capital or which otherwise adversely affect the righis of holders of
Preference Shares. unfess no dividend pavinent has been made on_the Preference Shares within six months from the
date of their redemption. Holders of the Preference Shares are entitled to receive a cumulative preferred dividend of
10% of the nominal value of the Preference Shares and premium paid-up thereon. Upon the occurrence of a listing or
sale of Dunlop Standard Aetospace Group Limited, or if no such listing or sale has taken place bv 31 December 2008,
the Preference Shares must be redeemed on that date at a redemption price equal 1o the total subscrintion nrice paid.
plus anv unpaid amounts thereon, subleci 1o ceriain restrictions. The undeclared dividend in resnect of these shares Tor
the current vear was £14.386.200 ryear ended 3] December 2000: £14,586,200),

Non-equity shareholders® funds of £193.142.130 (37 December 2000 £178.353,950) comprise proceeds from the
issue of the preference shares of £145.862.000 737 December 2000: £143.862.000) plus cumulative unpaid dividends
as at 31 December 2001 of £47 280130 (37 December 2000: £32,693.950).
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18 Share Capital__.onea

At 31 December 2001 and 31 December 2000 share options had been granted 1o emnlovees (includine directors) of the

oroup to subscribe for shares as detaited in the table below. In all cases the subscription price is £1 per share. All of

the ontions were cranted on | October 1998 and no ontions have expired. The market value of the ontions at the date

of erant was £1, which was eauivajent to the exercise price at that date. There was conseguentiv no ¢ost to the croup

arisine from the issue of the share options.

On 28 Sentember 2000 the share option agreements were modified to permit share ontions to be exercised at anv time.

Options Exercised Ontions

outstanding ut during outstanding at

! Jartuary 2007 vear 31 Decenther 2001

Number Number Number

Ordinary shares of 30 pence each 10,932 - 10.932
*A’ Ordinary shares of 30 pence 2ach 439.000 - 459.000
469,932 - 469.932

On § March 2002 a further 101.000 *A° Ordinarv shares were issped at £1 each pursuant o the exercise of share

ontions under the Companv’s existing share option scheme,

19 Reserves

Group Company
Share Share

premivin Profic und premium Profir and

account foss accotnt aeconnt foss account

£'000 £000 £7000 £°000

At T lanuary 2001 7.265 33916 7.265 -
Retained profit/(loss) for the period - 0.168 - 14.586)
Add back undeclared preference dividend - 14.386 - 14.5386
Exchanve adiustments — retained earnings - (67 - -
— net assets - 3.979 - -

— borrowings - (5,979 - -

— tax effect of ahove - 127 - -

At 31 December 2001 7.265 56.730 7.265 -

Of the amounts shown 1o the ¢redit of the profit and loss account in the table above £47.280.130 (3/ December 2000:

£32.693,450) 33 not available for distribution to ordinarv shareholders as it relates to the cumulative preference

dividends not vet declared. The amount attributable to ordinarv shareholders is therefore £9.446.830 3/ December

dividends have been paid.

Dunlop Standard Aerospace Group Limited




Notes to the Accounts — Year Ended 31 December 2001....cont’d Puge 29

20 Foreign Exchange and Interest Rate Disclosiures

The oroun holds and issues financial instruments in order 1o finance its operations and to manace interest and foreien
currency risks arising from its eperations, The sroup does not hold financial instruments for wrading purposes. The
oroup’s maior financial risks relate to movements in exchange rates and interest rates. The eroup’s treasury nolicies
are reviewed on a regular basis and are approved by the Board.

The eroup borrows principally in US Dollars and Sterfine (with the credit agreement also making available overdraft
facilities in Sterline and Canadian dollars) at variable rates and is subject to fluctuations in interest rates on its
borrowings and surplus cash, The oroup’s policy is 1o hedge as a minimum approximatelv 75% of borrowines acainst
future movements in interest rates. which is effected by usine derivatives, such as interest rare swaps and collars where
appropriate._Followine the jssue of the Senjor Notes the level of fixed interest ligbilities rose significantly,

The following summarises the sroup’s outstanding swap contracts at 31 December 2001 and 31 December 2000,
representing agreements o swap out of floating rates and inro_fixed rate paviments;

Notional umoiint Term Floating LIBOR rate Fixed LIBOR rate
£53 million Nov 98 — Nov (2 £ LIBOR 6.19%
£35 million Nov 98 — Nov 02 £ LIBOR 6.19%
US §20 million Nov 00 — Nov (2 LSS LIBOR S28%
US $225 mitlion Nov 00 — Nov (2 LSS LIBOR S.32%

Additionally, the croupis commited under a USS LIBOR interest rate contract on potional amounts of $161 mitlion
maturing November 2002, The contract specifies a cap rate of 7.00% and a floor of 3.81%.

Surplus cash s deposited with hiehliv rated banks on maturities rancine from overniaht up to three months. 1= the

Sroup’s blect 2 1o maintain undrawn committed borrowing facifities of at least 10%, of horrowings in order to

o
provide fle \)blht\f in managine the aroun’s Hauidity,

The arcoun has sionificant onerations in the US and Canada. as well as other counnies outside of the UK and
consequenty the balance sheet can be significantlv affected bv movements in Sterling exchange rates. In addition
cupreney ewocurec can arise from sales and purchases transactions denominated in foreign currencies. The oyoun’s
policy is to use foreion currency loans to hedee foreion currency assers and labilides, Transactional currency
£XDOSUres are in rhe main natwrally_hedoed. but where appronriate. are covered usine forward exchanoee contracis.

Anaivses of the currency exposures of assets and Habilities and inferest rate exposure showing the effects of the
financial instruments is detailed below. For the purposes of the following disclosures. short terim debtors and creditors
have been excluded.
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20 Foreign Exchange and Interest Rate Disclositres | oned

Currency and interest rate risk profile of financial liabilities

After taking into account the eroun’s floatine into fixed interest rate swaps and forward foreion curreney contracts (but
before consideration of interest rate collars). the interest rate profile of the financial liabilites of the vroup as at
31 December 2001 and 31 December 2000 was:

Year ended 31 December 2001

Floating rate Fixed rate

Currency Torul financial liabilities Sinancial liahitities
£004 £'060 £060

Sterling 147.960 37.960 110.000
LS dollar 287.459 - 287,459
Total 435,419 37.960 397.459
Year ended 31 December 2001

Fixed rate financial liabilities

Weighted averuge Weighted average perind

Currency interest rate Jorwhich rate is fived
% Years

Sterling 8.1 0.8
US dollar 1135 6.7
Total 1.2 6.3
Year endcd 31 December 2000

Floaiing rate Fixed rate

Currency Toral  finuncial liabiliries Jinancial liabilities
£900 £°000 £00

Sterling 139,200 29.200 110.060
LS doliar 279.470 1.248 278222
Totral 418.670 30.448 388,222
Year ended 31 December 20011

Fixed rate financial linbilities

Weighted average Weighted average period

Currency interest rate Sorwhicl rute is fixed
% Years

Sterling 7.9 19
US doliar 1.2 7.3
10.8 6.6

Total

With the exception of excluded items there are no financial Habilities on which no interest is paid.,
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20 Foreign Exchange and Interest Rate Disclosures | conta

Currency and interest rate risk profile of financial ussets

The croup held the followine financial assets at 31 December 2001 :

Year ended 371 December 2001
Fixed rate financial assets
Fixed interest rate

£7000 %
Assets freld as part of the financing arvangements of the
group:
Sterling cash deposits 10.388 4.0
US dollar cash deposits 1.147 1.62
Total ‘ ] 1.535

The cash deposits comprise deposiis placed on monev markets at monthiv rares. The interest rates above were fixed
for 31 davs as at 31 December 2001,

Fairvatues of financial assers and financial labilities

Set out below is g comparison. by catecory: of book values (hefore debt issue costs) and fair values of all the vroun’s

fnancial instruments. There 1s no difference hepween the book values and fair values of any other financial assets or
financial liabilities as at 31 December 2001,

31 December 2001 31 December 2000
Book value Fair vaiue Buook value Fair value
£°000 £0900 £°0010 £060
Primary financial instrunienis held or issued o
Sinance the group’s operations:
Cash ar bank and in hand 20.063 20.063 37219 37.219
Short-term deposits 11.5335 11,533 - -
Shori-term borrowings and current portion of Jone-
term borrowings 56.393 56.393 23.207 23.207
Long-term borrowings 379.026 380.578 395463 395.088
Preference shares 145.862 193.142 143,862 178.536
Derivative financial instriuments held to-manage the
interest rate profile:
Interest rate collar — unrealised (lossheain - {1.666) - (881
Interest rate swans — unrealised (loss) gain - {(7.304) - (1.388)

For cash at bank and in hand. short-term deposits and short-terny borrowines. the fair value approximates to the
carrvine value due to the shortmarurity periods of these financial instruments, For medium and Jong-term borrowines
the fair value is based on market values (eo. for the Senior Notes) or. where not available. on the auoted market nrices
of comparable debt issued by other companies. The fair value of the preference shares includes the cumulative
preferred dividend entitlement ro-date. Market rates have been used ro determine the fair values of the interest rate
collar and interest rate swap derivarives.
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20 Foreign Exchange and Interest Rate Disclosures. . .ontd

Hedges

Linrecoenised eains and losses on instruments used for hedeing (all interest yate hedees). and the movements therein,
are as follows:

Total net

Gains Losses  Gaius/{losses)
£°600 £°000 £°000
Unrecognised gains and losses on hedges at | January 2001 : £1.476) (1.476)
Gains apd losses arising in previous period that were recognised
in the vear ended 31 December 2001 - {(302) (8023
Gains and losses arising before 1 January 2001 that were not
, . ; - (G747 ¥
recognised in 20017 bl (674) (674
Gains and losses arising in 2001 thar were not recoonised in the
vear ended 31 December 2001 - (8.296) {8.296)
Iineccooniced ogine and lncese pn lindosc ot 31 Dorogshor 20 st (8.970) (5.970)

The above losses will be recoenised durine 2002

Currency exposures

The table below shows the extent to which eroup companics have monetary assets and Habilities in currencies other

than their local curreney.

Yewr ended 31 December 20601
Net foreivn monetary assers/(liabilities)

Sterling US Daliar Other Total
£°000 £000 £000 £7000
Functional currency of entity:
Sterling - 19306 (1533 16,133
US Dollar 2.076 - (2.073) 3
Other {1.008) 77 147 (784)
1.068 19,383 (2.07%h 18.372

Year ended 31 December 2000
Ner forcian monetary assers/flichilities)

Sterling US Dollar Otlier Total
£'000 £'000 £0006 £'000

Fuunctional currency of enfity:
Sterling - 101 - 101
US Doljar 16,940 - - 16.940
Other 471 (6440} - (3.973)
17.411 (6345) - 11.066
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21 Pensions

The principal pension arrangements are provided for UK emplovees through the Dunlop Aerospace Limited UK
Pension Scheme (“'the Scheme™). which is a defined benefit scheme providing benefits based on final pensionable pav.
and was opened in Julv 1999, The assets of the Scheme are held separatelv from those of the companv. in an
independenty administered fund.

Contributions to the Scheme are charged to the profit and loss account so as to spread the cost of defined henetit
pensions over emplovess” working lives with the eroup. The pension charee is derermined by a qualified actuarvy usine
the proiected unit method. The assumptions, which have the most significant effect on the results of the valuation, are
those relarine to the rare of return on investiments and the rates of increase in salaries and pensions. 1t was assumed that
the investument returns would be 7% per annum pre-retirement and 3.5% per anpum post-retirement, that salary
increases would average 4.3% per annwm and that pensions accrued since the scheme commenced would increase at

the rate of 3% per annum,

The most recent actuarial valuation was yndertaken as ar 3 Aprit 2000, It showed that the market value of the
Scheme’s assets. excluding the bulk transfer paviment (from the previous pension arrangements) of £58. 737 000
subsequentiv received in September 2000, was £3.177.000, Allewinge for the bulk transter pavment, the assets
represented 132% of the benefits that had accrued to members. (includine liabiliries represenied by the bulk transfer

amount) after allowine for expectad future increases in earnines. After the valuation. benefits accrued up 1o April
2000 were increased bv 3%, This reduced the surplus in the Scheme.

The pension charee for the Scheme for the current vear was £2.303 000 fvear ended 37 December 2000: £2 432.000),
This charge included the benefit of g reduction of £1.408.000 (vear cnded 31 December 2000 £1,.679.000) duz 10 the
amortisation of experience surpluses that are beine recognised over {2 vears. the average remaining service lifetime of

the emplovess,

Fallowing the introduction of the Scheme contributions were pavable at the rate ot 13% for the emplover and 3% for
emplovees. This was also the rate at which the Scheme was initiallv beine funded. An actuarial valuation of this
scheme was completed during 2000, which resulied in a chanee in the contribution rates pavable to 10% for the
emplover and 4% for emnlovees. These are now the rates ar which the Scheme is being funded. As a result of'this
change in funding rate there was a small prepavment {ncluded in the balance sheer at 31 December 2000 of £411.000.
There is no such balance at 31 December 2001,

Detajls of the current vear SSAP 24 charoe are as follows:

Year ended Year ended

31 December 31 December

2001 2000

£°000 £°000

Regular service cost 3.916 4.137
Variation credit {1.408 (1.679)
Interest credi ' (5) (6)
Total cha_me in respect of UK defined benefit pension scheme 2.503 2432

Subsequent to the vear end this scheme was closed to new members.
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2 Nt .
21 Pensions._ contd

In_addition o the princival UK defined benefit nlan. defined contribution schemes (401K or eauivalent in the United
States) have been established for the eroup’s US and Canadian emplovees.

Certain emplovees in the Netherlands participate in a collectivelv-bareained multi-emplover nlan. 1p addition 1o the
collectivelv-bargained nlan. emplovees in the Netherlands also participate in a supplementary defined conipibution

scheme.

Emplovees in Sineapore participate in a state sponsored multi-emplover plan.

The total pension charge in the profit and loss account mav be summarised as follows:

Year ended Year ended
31 December 37 December
2001 2000
£7000 £°000
Defined beneflt schemes:

UK onlv 2.503 2,432

Defined comribuiion schemies:
US, Canada. Sinvapore and the Netherlas 2.747 1,902

4.554

Additienal disclosures required under the transitional grrancements of FRS 17 n respect of the UK defined benefit
plan are set out helow,

Financial ussumptions Yeur ended
31 December
2001

Salarv increases

Pension increases {on pensions now beine geerued)
Discount rate

RPI

Expected return o eauities

Expected rerurn gn bonds

RS I LRSI LW I | N I (95
N '

‘N

% £°000
The market value of the assets of the Scheme and the lone-term expected rates
of return on those assets are as follows:
Eaquities 7.30 40.683
Bonds 3.75 18.324
Present value of scheme liabilities (53.688)
Surplus in the scheme 3.319
Related deferred rax liability (996)
Net pension asset 2.323
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21 Pensions._.onea

1f the above amounis had been recognised in the financial statements. the eroup’s net assets and profit and loss reserve

at 31 December 2001 would be as follows:

£°000
Net assets excluding pension asset 217.122
Pension asset 2.323
Net assets including pension asse 219.4453
Profit and loss account excluding pension asset 36.730
Pension reserve 2.323
Profit and loss account 59.033
22 Commitments
Capital conpninnenis
Group Company Group Company
31 December 3t December 31 Decemther 31 December
2007 2001 2000 2000
£7000 £7000 £7000 £7000
Authorised and contracted 8.621 - 3.690 -

Lease connnitinents

The annwal commiiments under non-cancellable operatine leases exisune at 31 December 2001 were as follows;

Group

31 Pecamber 2001

Lawnd and

Group

31 December 2000

Land and

Buildings Other Buildings Other

£'000 £7000 £000 £7000

Within ong vear 92 293 281 274
Between two and Hive vears 4.350 677 464 269
After five vears 286 - 2.002 65
4.728 970 2.747 608

The company had no commimments under non-cancellable operating leases existing at either balance sheet date,
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23 Contingent Liabilities

Litigation

The oroup is invelved. from time to time. in legal actions and claims arising in the ordinary course of business, While
the ultimate result of these claims cannot presently be determined. the divectors do not exnect that these matters will
have g material adverse effect on the financial position. profits and losses or cash flows of the croup.

Envirormental
The eroun has facilives which are located on land that has been used for industrial purposes for an extended period of

time. The group has not been named as a potentally responsible party to any environmental sites, While it is not
presentiv possible for the directors 1o determine the extent. if anv. of the sroun’s exposure to this matter or the impact
on the financial position v profits and losses and cash flows of the group. the divectors do not believe potential
liabilities for such sites are material.

Other muatters
The eroup’s bankers have provided cuarantess in the ordinary course of business amounting 1o £172.000,

24 Related Party Transactions

The comnany and groun have taken advantage of the exemnpuion provided by FRS 8 (Related Partv Disclosures) in not

disclosing transactions with other eroup companies where there is a commeon ownership interest in excess of 90% and

where such transactions are fully eliminated on consolidaton.

There were no aimouwnts outstanding with the Dunlop_Aerospace Limited UK Pensjon Scheme at 31 December 2001,

Disclosure of the directors’ interests in the shares of the company is made in the Directors’ Report.

25 Reconciliation of Operating Profit to Net Cash Inflow from Operating Activities

Year ended Year ended
31 December 31 December
2001 2000
£'000 £°060
Operating nrofit 75.689 69.063
Denreciation 12.875 9.842
Amortisation of development costs and lcensing and OEM aunthorisation
fees 2.968 }.840
Amorusation of deferred costs 2.643 2075
L.0ss on disposal of fived assets 79 179
Goodwill impairment charge 199 -
Canital orant release (264) -
Exchange differences {80) -
Chanee in stocks (2.327) (11.361)
Change in debtors (excluding chanves in deferred costs for initial
manufactured parts provided) 14.036 (23.618)
Change in deferred costs for inital manufactured parts provided (6.093) (3.087)
Chanee in ¢creditors and provisions (19.691) 37.943
Net cash inflow from operating activities 80,632 80.876
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26 Analysis of Changes in Net Debt During the Period

Ar 1 Jannary Cush Exchange At 31 December
2001 Slow Adjustments Otlrer 2001
£000 £2000 £000 £000 £000
Cash ar bank and in hand (37.219) 8.768 (61 - (29.063)
Overdrafts 1.248 (1.300 32 - -
{33.971) 7.468 {560} - {29.063)
Shori-term_bank deposits - (11.381) 39 (115} (11.33%)
Debt due within one vear 19.395 §.760 32 26.207 34.394
Debt due after one vear 385.639 - 9.543 (24.081 371.1014
Finance leases 338 {352 14 - -
Total 369,401 4,493 §.990 _2.011 384.897

Other includes the net chanege in deferred finance costs. accrued interest on bank denosits and reclassificarions for debt

thar now falls due for repaviment within one vear of the balance sheet date.

27

Decrease In cash for the vear
Cash flow from increase/(decrease) in debt
Decrease in net debr from manacement of Hauid resources

Reconciliation of Net Cash Flow to Movement in Net Debt

Year ended

31 December

2061
£'000

Year ended
31 December
2000

£°004

,
ie
S}

SN

46

o
~J
91
IR

Chanve in net debt resulung from cash flows 4,493 {6.338}
Movement in debt issue costs 2126 992
Other non-cash items (s -
Exchanece adiustments 8.590 19.038
Movement in net debt during the vear 13.496 13.662

Net debt at beginnine of vear

369.401

Net debt at end of vear

384.897

369.401

28 Subsequent Events

In connection with obtaining the guthorisation to service and repair General Eleciric CF34 enuines. the vroun has

renecotiated its” existine bankine facilities to enable it to supnort the capital investment reauired for this new

programme. The revised terms include an increase of 0.23% to the interest margin on all franches of the svndicated

debt and the pavment of a one-off fee of £330.000. The Tranche E tacilitv now has a maximum drawdown of £49.1

million and all subseguent drawdowns must be related to the uroun’s investment with respect 1o the CF34 engine

service programme. Related 1o this asreement is a commitment from the companvy's preference shareholders 1o

subscribe for additional preference shares in the amount of £5 nillion bafore 30 September 2002 and a further £3

million before 30 June 2003,
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29 Subsidiary Undertakings

As at 31 December 2001 the subsidiaries of the companv were as follows:

Country of Percentage of
Name Incorporation / Registration Ownership
Intermediate Holding and Managenient Services companies
Duniop Standard Aerospace Holdings ple England & Wales 1000
Dunlop Standard Acrospuace (URK) Limited England & Wales 1OUe
Dunlop Standard Aerospace Overseas Investments Limited Fngland & Wales 100¢
Dunlop Limited Fngland & Wales 1008
Dunlop Holdings Limited Eogland & Wales 100
Duniop Steadard Aerospace Overseas Limited England & Wales 1008
Duniop Standard Aerospace Trustee Limited England & Wales 100¢
Dunlop Stundard Acrospuce (US) Ine United States of Anrerica 100
Dunlop Standard Aerospace (Nederland) BY Netherlands 100
Dunlop Standard Aerospace (UN) Legal by Intted States of America 100¢
Design and Manufucturing
Duniop Acrospace Limited Fn 5 nd & Wales 10u°
Duniop Aviation Novth America Ine United States of Amevica 1000
Stewart Warmer South Wind Comporation Unit \d \ tes o Americn Foge
Duniop Avigtion Canada Ine Canada 104
Dunlop Aviation (SE Asiny Pre Limired Singapore 1040
Dunlop Aviation Services S.A. Beloium 1008
Engine Repair & Overhault
Stundard Agro. Inc United States ol America 10308
Stundard Aero {Allance) Ine United States of Anerica Joos
Standard Aero de Mexico Mexico 1008
Standard Aero Limited Canada HOO"
Standard Aero (Australiad Py Limited Auswralia 108
Standard Aerospace BV Netherlands FO0
Stundard Agro BV Netherlands Lo
standard Aero (Ast) Ple Limited Singapore N
Standard Aero (San Anfonio) Ine United States of America Lo
Dunlop Acrospace Parts Inc United States of America hous
Dormant
Serck Aviation Limited England & Wales Ho0°
Standard Acro International Py Limited Australia 1004
Not FM Canada Inc Canada 1000

All subsidiaryv undertakines are whollv owped by their immediate parent undertaking other than Standard Aero de
Mexico where 19 of the shares are held by Standard Aero Limired. and 99% by Standard Aero. Inc.

In each case the investments held represent the entire issued share canital {equity and non-cquitv) of the individual
subsidiary undertakines. AH investments are held indivectly throuah subsidiary underiakines other than the invesiment
in Dunlon Standard Aerosnace Holdines ple. which is directlv held by the company.
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